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AUDIT COMMUNICATION AND REPORT OF
COMMENTS AND RECOMMENDATIONS

. June'25,2008

To the Township Board ,
Otsego Lake Township |
Otsego County, Michigan

We have audited the financial statements of Otsego Lake Township for the year ended
March 31, 2008. As required by auditing standards generally accepted in the United
States, the 1ndependent auditor is required tb make several communications to the
governing body having oversight respon3|blllty for the audit. The purpose of this
communication is to provide you with additional information regard[ng the scope and
results of our audit that may assist you with your oversight responsibilities of the financial
reporting process for which management is responsible.

Audltors Respons;bmty under U.S. Generally Accepted Audltmg Standards

. We conducted our audit of the ﬂnanc:[al statements of Otsego Lake Township i in
accordance with audltlng standards generally accepted in the United States. The -
fot[owmg paragraph explams our respons:bllltles .under those standards.

Management has the responsibility for adopting sound accounting potlc:]es for
maintaining an adequate and effective system of accounts, for the safeguarding of
assets, and for devising an internal control structure that will, among other things, help
assure the proper recording of transactions. The, transactlons that should be reflected in
the accounts and in the financial statements are matters within the direct knowledge and
control of. management Our knowledge of such transactions is limited to that acquired -
through our audit. Accordlngly, the faimess of representations made through the
financial statements is an implicit and integral part.of management’s accounts and

" records. Hewever, our responsibility for'the financial statements is confined to the
expression of an oplnzon on them. The financial statements remain the responmblhty of.

‘ management

~ The concept of materiality is inherent in the work of an independent auditor. An auditor .
_ places greater emphasis on those items that have on a relative basis, more zmportance

* to the financial statements and greater DOSS[bllltleS of material error than these items of
lesser 1mportance or those which the possibility of materlal arror is remote, N

For thls purpose, matenaltty has been defined as “the magmtude of an omission or
" mlsstatement of accountmg information that, ‘in lrght of surrounding circunistances,
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makes it probable that the }udgment of a reaeonable person relying on the mformation ,
woutd have been changed or influenced by the omission or misstatement.”.

An- mdependent audltor s objective in an audit is to obtain sufﬁc:[ent competent ewdent:al

matter to provide a reasonable basis for forming an opinion on the financial statements.

In doing so, the auditor must work within economic limits; the opinion, to be economically

useful, must be formed within a reasonable length of time and at a reasonable cost.

That is why an auditor’s work is based on selected tests rather than an attefnpt to verify

all transactions. Since evidence i is examined on a test basis only, an audit provides only .

reasonable assurance, rather than absolute assurance, that financials are free of |

material misstatement. Thus, there is a risk that audited financial statements may

. contain undiscovered material errors or fraud ‘The ex;stence of that risk is |mplic|t in the
phrase in fhe aud[t report ‘in our opinion.”. \

§__gmf' cant Accountmg Policies K ' ‘

.

The sngniflcant accountmg policies are descrtbed in Note 1to the fmanolal statements.

Other Commumcatlons :

- Audltmg standards call for us to mform you of other sngmfzoant issues such ae but not
limited to: 1) Accounting estimates that are particularly serisitive because of their
sngmflcanoe to the financial statements or because of the possibility that future events
“affecting them may. differ from management’s current ]udgments 12} Significant audit.
adjustments that may not have been detected except through the auditing procedures -
performed -3) Disagreements with management regarding the scope of the audit or
application of accounting prineiples; 4) Consultation with other accountants; 5) Major
issues discussed with management pnor to retentlon and 8) Difficulties encountered in

performmg the audit.

We have no sugmflcant issues, regarding these matters o repért to you ‘at this time,
'Audlt adjustments were m:nlmal and are avallab]e to review.

Internal Control M_atters

- . . R

In the audit process, we gain an understanding of the internat contrel structure of an

. entity for the purpose of assisting in determining the nature, timing, and extent of audit

- testing: Our understanding is obtained. by inquiry of management, tesiing transactions,
and ohservation and review of documents and records. The aniount of work done is not
sufficient to provide a basis for an opinion on the adequacy of the internal control .

| structure.

Our consideration of internal contral over financial reporting was for the limited purpose
described in the preceding paragraph and would not necessarily identify all deficiencies
in }nternal control over financial reportmg ‘that rmght be sugnlfloent defrc:enc&éa or
-,matenal weaknesses. .. . , .

' A ‘control deflmency exists when the deslgn or operation’ of a control does not aliow
management or employees; in the normal course of performing their assigned | functions,
to prevent or detect misstatements on a timely basis. A significant deficiency is-a control
, deflolenoy, or oomblnatlon of control deficiencies, that adversely affects the ability to
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" initiate, authonze record prccess or. report flnanmal data rehably in accordance wrth

generdlly accepted accounting principles such that there is more than a remote

. likelihood that a misstatement of the financial statements that is more than
"inconsequential will not be prevented or detected by the internal controt. )

A material weakness is a significant deficiency, or combination of significant-

deficiencies, that results in more than a remote likelihood that a material misstatement of
the financial statements will not be prevented or detected by the internal control. Our
considerztion of the internal control over financial reporting was for, the limited purpose
described in the. first paragraph of this section and would not necessarily identify all
deficiencies in the internal control that might be significant deficiencies and, accordingly,

would nat necessarily disclose all significant deficiencies that are also considéred to_be

- material weaknesses. However, we consrder each of the followmg srgmﬁcant
deficrencnes to be a material weakness :

Segregat:on of Dutres , :
A praperly designed system of internal control segregates the accountmg responsrbillt[es
from employees who have access to physical assets such-as cash, investments and
payroll, from authorization and approval of transactions and account reconciliations. The

- small size of the administrative staff precludes'a complete segregation of duties resulting

tn more than a remote risk that materla[ mlsstatements could occur and fot be detected
in the normal course. :

‘Reporting Financial Data , S s
The above definition of a srgnlfrcant deﬂcrency mcludes any condmon that- adversely
affects the ability to report financial data in accordance with generally accepted
accounting principles (“GAAP) As a matter of convenience, the Organization -has

e

. always relied upon its auditors to prepare financial statements and related notes and

< SUmmagx

supplemental schedules for external reportrng in accordance with GAAP. As a
consequence, the Organization has not developed the tools and resources necessary to
enable’its employees to prepare reports in conformity with GAAP in the normal course of
performmg their assigned functions. . The Organization has committed the resources
necessary to meet its. lnternal reporting needs In thrs regard it is not unlike many other:
organizations of its size. . ‘ ' : .

This information is tntended solely for the use of the Board and Management of Otsego

-Lake Township and is not intended to be and should not be used by anyone other than

these specified part[es , _ : r

We welcome any questlons you. may have regardlng the foregomg comments, and o

. would be happy ta discuss any of these or other questlons that you mlght have at your

convemence

Respectfully' Yours,

. Danigl S. Smith, CPA P

-
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CRRTIFIED PUsLIc Accountant [ .

'INDEPENDENT AUDITOR’S REPORT
.~;_Iune, 18, 2008

To tﬁe Towﬁshi'p Board )
- Otsego Lake Township
Otsego Ccunty, Mlchlgan

| have audlted the accompanying fmanmal statements of the governmental actl\ntles and
the major fund activities of Otsego Lake Township as of and for the year ended March
. 31, 2008, which collectlvely comprise the Township’s, basic financial statements, as
. listed in the table of contents. These financial statements are the responsibility of the
. Township’s management. My responsibility is to express an opinion on these flnanCIal
: statements based on my audit, . .

- conducted my audit in acccrdance with aud[tlng standards generally accepted in the
United States of America. Those standards require that | plan and perform.the auditto +
obtain reasonable assurance about whether the financial statemerits are free of matetial

" misstatement: An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing

' the accounting pnnc;[p[es used and significant estimates made by management as well

as evaluating the overall financial statement presentatlon I belleve that my audlt
prowdes a reascnable basis for my opm[cn

- .In my oplnzon the fmanmal statements referred to above present falrly in all material

- respedcts, the financial position of the governmental activities and the major fund activity
of Otsego Lake Township as of March 31,2008, and the respective changes in financial

. position, thereof and for the year then ended in ccnfonmty with accountlng prlnclp]es o
generally accepted in the United States of Amenca : _ .

The management s discussion and analys:s on pageé | —'Il and budgetary.comparison
information on pages 19 - 24, are not a required part of the basic financial statements

. but are supplementary mformaticn required by accounting principles generally accepted
in the United States. of Amenca | have applied certain limited procedures, which
consisted principally of i mqwrles of management regarding the methods of measurement
and presentation-of the supp]ementaryr information. However 1 did nct audit the '

information and express no oplmon onit..

Daniel S Smith, CPA

! I4 S: Center Ave. * Su1te 108 « Gayiord M| 49735
989. 732 1441



OTSEGO LAKE TOWNSHIP

OTSEGO LAKE TOWNSHIP
MANAGEMENT’S DISCUSSION & ANALYSIS
YEAR ENDED MARCH 21, 2008

This section of Otsego Lake Township’s annual financial report presents our discussion
and analysis of the Township's financial performance during the fiscal year ended March
31, 2008. Please read it in conjunction with the financial statements, which immediately

follow this section.
FINANCIAL HIGHLIGHTS

Township assets at March 31, 2008, as reported in the Statement of Net Assets, totaled
approximately $2,1886,000 for governmental activities. Of the total Township assets,
approximately $598,000 represents capital assets net of depreciation.

Overall revenues were approximately $822 000 ($80,000 from program revenues and
$742,000 from general revenues). Overall expenses approximated $682,500.

The Township did not incur any new debt instruments during the year, however, debt
service payments were made totaling $21,525. Long term debt and capital asset activity
is addressed further in a subsequent section of this letter.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of three parts. management’s discussion & analysis, the
basic financial statements, and required supplementary information. The basic financial
statements include two different kinds of statements that present different views of the

Township.

The first two statements are Township wide financial statements and provide both long
and short-term information about our overall financial status. These statements present
government activities. The Township does not engage in any business-type activities.

The remaining statements are fund financial statements, which focus on individual parts
of the Township in more detail.

The notes to the financial statements explain some of the information in the statements
and provide more detailed data.

Required supplementary information further explains and supports the financial
statement information with budgetary comparisons.



TOWNSHIP-WIDE FINANCIAL STATEMENTS

The Township-wide statements report information abeut the Township as a whole using
accounting methods used by private companies. The Statement of Net Assets includes
all of the Township's assets and liabilifies. The Statement of Activities records all of the
current year revenues and expenses regardless of when received or paid.

The two government-wide statements report net assets and how they have changed.
Net assets are the difference between the Township’s assets and liabilities; this is one
method to measure the Township’s financial heaith or position.

Qver time, increases or decreases in the Township's net assets are an indicator of
whether financial position is improving or deteriorating.

To assess overall health of the Township, you may also have to consider additional
factors such as tax base changes, facility conditions, and personnel changes.

All of the activities of the Township are reperted as governmental activities. Descriptions
of governmental activities are: General Fund, Fire Fund and Liquor Fund.

FUND FINANCIAL STATEMENTS

The fund financial statements provide more detailed information about the Township’s
funds, focusing on significant (major) funds, not the Township as a whole. Funds are
used to account for specific activities or funding sources. Some funds are required by
law or bond covenants. The Township Board also may create them. Funds are
established to account for funding and spending of specific financial resources and to
show proper expenditure of those resources.

The Township has the following types of funds:

Governmental Funds: Most of the Township's activities are included in the
governmental fund category. These funds are presented on the modified accrual
basis, which is designed to show short-term financial information. You will note that
ihe differences batween the Township-wide staiements and the fund statements are
disclosed to explain the difference between them.

Fiduciary Funds: The Township is a trustee or fiduciary for assets that belong to
others. The Township mainiaing these funds and is responsible for insuring that the
assets of these activities are spent for their intended purpose and at the direction of
those individuals/organizations te which the funds belong. These activities do not
appear in the Township wide financial statements since the assets do not belong to

the Township.
FINANCIAL ANALYSIS OF THE TOWNSHIP AS A WHOLE

Net Assets: The Township's combined net assets increased $219,873 during the year
ended March 31, 2008 totaling $2,137,040.

The increase Is primarily due to conservative fiscal management.
H



FINANCIAL ANALYSIS OF THE TOWNSHIP'S FUNDS

General Fund: This fund is used to record all activities of the Township not required to
be recorded in a separate fund. This would include parks, zoning, building and grounds,
legislative, administrative and elections. The major sources of revenue for the general
fund are the Township tax base and the revenue sharing from the State of Michigan,
with total revenues of $463,152. The major expenses for this fiscal year include the
general operating activities of the Township, totaling $306,656.

Fire Fund: This fund is used to recover Fire Department activities. s major source of
revenue comes from a Township wide milage. The total levy in 2008 was $162,860.
The expenses incurred are for operational costs, totaling $203,972.

Trash Fund: The revenue source for the trash fund is a speciaf assessment district, all
parcels with a dweliing are assessed. The expenses of this fund are a monthly charge for
trash collection. Total revenues were $186,233, while expenditures totaled $171,838.

CAPITAL ASSET AND LONG-TERM DEBT ACTIVITY

Capital Assets: During the year, the Township added the following capital
expenditures: Park Improvements ($22,215), a 2007 Ford Mini-Pumper ($32,270), fire
equipment ($3,015}, and a holding tank in Michaywe ($10,000).

Long-Term Debt: The Townships only obligation is our purchase of a fire truck in 2003,
and that obligation will be retired in the next year.

KNOWN FACTORS AFFECTING FUTURE OPERATIONS

The Township will continue to monitor the need for road improvements, seeking all
sources of funding available. Additionally, the managed growth and development of the
Township will remain a serious focus, while trying to work with all neighboring local units
of government.

CONTACTING TOWNSHIP MANAGEMENT

This financial report is designed to provide our taxpayers, creditors, investors and
customers with af eneral ovefview of the Township s finances and to demonstrate the

Lérraine Markovich, Township Clerk

[



OTSEGO LAKE TOWNSHIP
STATEMENT OF NET ASSETS
MARCH 21, 2008

ASSETS
Current Assets:
Cash $ 1,000,966
Certificate of Deposit 161,975
Accounts Receivable 24,087
Due from County 40,806
Due from Current Tax Colfegtion 360,463
Total Current Assets 1,688,287
Capital Assets:
Capital Assets 1,342,692
Less, Accumutated Depreciation (744,738)
Total Capital Assets 597,054
Total Assets 2,186,251
LIABILITIES
Current Liabilities:
Accounts Payable 23,999
State Payroll Taxes Payable 4,287
Current Portion - Note Payable 20,925
Total Current Liabilities 49,211
NET ASSETS
Net Assets - Unrestricied 1,170,059
Net Assets - Restricted 380,052
[nvestment in Capital Assets, Net of Debt 577,029
Total Net Assets $ 2,137,040
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OTSEGO LAKE TOWNSHIP
BALANCE SHEET
GOVERNMENTAL FUNDS
MARCH 31, 2008

GENERAL FIRE TRASH
FUND FUND FUND TOTAL
ASSETS

Current Assets
Cash $ 822073 $ 148294 3 30,589 § 1,000,986
Certificate of Deposit 161,975 - - 161,975
Acocounts Receivable 24,087 - - 24,087
Delinquent Property Taxes Receivable 12,601 12,219 15,986 40,806
Due from Current Tax Collection 159,445 79,427 121,591 360,463
Due From General Fund - - 7,578 7,578
Total Assets 1,180,181 239,940 175,754 1,595,875

LIABILITIES AND FUND EQUITY

Current Liabilities
Accounts Payahble - 23,8099 - 23,899
Employee Taxes Withheld 2,544 1,743 - 4,287
Due to the Trash Fund 7,678 - - 7,578
Total Liabilities 10,122 25,742 - 35,864

Fund Equity
Fund Balance - Unreserved 1,170,059 - - 1,170,058
Fund Balance - Reserved - 214,198 175,754 389,952
Total Fund Equity 1,170,068 214,188 175,764 1,660,011
Total Liabilities and Fund Equity $ 1180181 % 2399840 & 175,754 $ 1,585,875




OTSEGO LLAKE TOWNSHIP
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE
SHEET TO THE STATEMENT OF NET ASSETS
MARCH 31, 2008

Total Fund Balance - Governmental Activities (Page 4) $ 1,560,011

Amaunis reported for governmental activities in the Statement
of Net Assets (page 2) are differenet because:

Capital assets used in governmental activities are not financial
resources and therefore nof recorded in the funds 597,954

Long-term liabilities, including notes and interest payable are
not due and payable in the current period and therefore are
not reported in the funds {20,925)

Total Net Assets - Governmental Activities {Page 2) $ 2,137,040

See accompanying notes to the financial statements



OTSEGO LAKE TOWNSHIP
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCE - GOVERNMENTAL FUNDS
FOR THE YEAR ENDED MARCH 31, 2008

GENERAL FIRE TRASH
FUND FUND FUND TOTAL

REVENUES

Taxes and Assessments $ 146350 $ 162,860 $ 183,436 $ 492646

State Shared Revenue 184,174 - - 184,174

Charges for Services 63,883 975 - 64,938

[nterest 53,036 7,749 2,797 63,682

Swamp Tax 6,754 - - 6,754

Cemetery Lots 2,300 - - 2,300

Fents and Royalties 2,510 - - 2,510

Refunds and Rebates 4,065 1,404 - 5 462

Total Revenues 463,152 172,988 186,233 822,373
EXPENDITURES

General Government 296,634 - - 296 634

Public Works 7,050 - - 7,050

Public Safety 2,972 182,447 - 185,419

Debt Service - 21,525 - 21,625

Trash Services - - 171,839 171,838

Total Expenditures 306,656 203,872 171,839 682,467

Excess {Deficiency) of Revenues

Over Expenditures 156,498 {30,984) 14,354 139,906

Fund Balance - Beginning of Year 1,013,563 245,182 161,360 1,420,105
Fund Balance - End of Year $ 1,170,059 $ 214,188 $ 175,754 § 1,560,011




OTSEGO LAKE TOWNSHIP
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED MARCH 31, 2008

Net Change in Fund Balances - Governmental Activities (Page 6) $ 139,906

Amaounts reported for governmental activities in the Statement
of Activities {page 3) are different because:

Governmental funds report capital cutlay as expenditures.
However, in the statement of activities, the cost of these
assets is allocated over their estimated useful lives 117,500

Depreciation expense is recorded in the statement of activities
but not in the fund financtal statements {58,458)

Governmental funds do not record iong-term debt; therefore,
debt service payments are recorded as an expenditure.
However, in the government-wide statements, long-term
debt is recorded and debt service payments are applies
against the outstanding balances 20,926

Change in Net Assets of Governmental Activities (Page 3) $ 219873

See accompanying notes to the financial statements



OTSEGO LAKE TOWNSHIP
STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUND
MARCH 31, 2008

ASSETS
Cash $ 360,463
LIABILITIES
Due to Other Funds 360,463
NET ASSETS
Net Assets 3 -

See accompanying notes to the financial statements



OTSEGO LAKE TOWNSHIP
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
YEAR ENDED MARCH 31, 2008

RECEIPTS

Property Taxes and Interest $ 5070256
DISBURSEMENTS
Property Taxes and Interest 5,070,256

Changes in Fiduciary Net Assels -

Fiduciary Net Assets - Beginning of Year -

Fiduciary Net Assets - End of Year $ -

See accompanying notes to the financial statements



OTSEGO LAKE TOWNSHIP
NOTES TC FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2008

NOTE A: ENTITY

The Township of Otsege Lake is a generat law township of the State of Michigan located
in Otsego County, Michigan. It operates under an elected board and provides service to
its residents in many areas including public safety, community enrichment and human
services. The criteria established for determining the various governmental functions to be
included in the reporting entity’s financial statements include oversight responsibility,
scope of public service, and special financing relationships. On this basis, the financial
statements include all of the governmental functions of Otsego Lake Township.

NOTE B: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

INTRODUCTION

The accounting and reporting framework and the more significant accounting principles
and practices of Otsego Lake Township are discussed in subsequent sections of this
Note. The remainder of the notes are organized to provide explanations including
required disclosures of the Township's financial activities.

The accounting policies of Otsego Lake Township conform to the generally accepted
accounting principles as applicable to governments. The following is a summary of
the more significant policies.

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENT PRESENTATION

Government-Wide Financial Statements

The government-wide financial statements include the Statement of Net Assets and the
Statement of Activities. These statements report financial information for the Township
as a whole, excluding fiduciary activities such as tax collection activities. Individual
funds are not displayed but the statements distinguish governmental activities, generally
supported by taxes and Township general revenues, from business-type activities,
generally financed in whoie or in part with fees charged fo external customers. At this
time, the Township has no business-type activities.

The Staterent of Activities reports the expenses of a given function offset by program
revenues directly connected with functional programs. A function is an assembly of
similar activities and may include particns of a fund or summarize maore than one fund to
capture the expenses and program revenues associated with a distinct functional

activity.

10



OTSEGO LAKE TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2008

NOTE B: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUED)

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENT PRESENTATION
{CONTINUED)

Program revenues inciude: {1} charges for services which report fees, fines and
forfeitures, and other charges {o users of the Township’s services; (2) operating grants
and centributions which finance annual operating activities inciuding restricted
investment income; and (3) capital grants and contributions which fund the acquisition,
construction, or rehabilitation of capital assets and include fees to developers. These
revenues are subject to externally imposed restrictions to these program uses. Taxes
and other revenue sources not included as program revenues are reported as general
revenues.

Fund Financial Statements

Fund financiai statements are provided for governmental and fiduciary funds. Major
individual governmental funds are reported in separate columns with composite columns
for non-major funds. The measurement focus and basis of accounting for the
government-wide and fund financial statements are described in a subsequent section of

this note.

FUND TYPES AND MAJOR FUNDS

Governmental Funds

The Township reports the following major governmental funds:

General Fund - This fund is used to account for all financial transactions except those
required to be accounted for in another fund. The fund includes the general operating
expenditures of the local unit. Revenues are derived primarily from property taxes, state
and federal distributions, grants and other inter-governmental revenues.

Fire Protection Fund - This fund is used to account for all financial activity related to the
Township's fire services. The main source of revenue is derived from property taxes
and fees.

Trash Collection Fund - This fund is used to account for the Township’s trash pickup
services, Revenues are derived from property tax assessments.

11



OTSEGO LAKE TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2008

NOTE B: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

FUND TYPES AND MAJOR FUNDS (CONTINUED)

QOther Funds

Fiduciary Fund - These funds are used to account for assets heid in trust or as an
agent for others. Tax collection activities are recorded in this category. Fiduciary
activities are not reported in the government-wide financial statements, in accordance
with GASB Statement No. 34.

MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

The financial statements of the Township are preparad in accordance with generally
accepted accounting principies (GAAP). The Township applies all relevant
Governmental Accounting Standards Board (GASB) pronouncements and applicable
Financial Accounting Standards Board (FASB) pronouncements and Accounting
Principles Board (APB} opinions issued on or before Navember 30, 1988, unless they
conflict with GASB pronouncements. The Township does not apply FASB
pronouncements or APB opinions issued after November 31, 1989.

Government-Wide Financial Statements

The government-wide statements report using the economic resources measurement
focus and the accrual basis of accounting generally including the reclassification or
glimination of internal activity (between or within funds). However, internal eliminations
inciude transfers between funds.

Fiduciary fund financiai statements also report using this same focus and basis of
accounting although internal activity is not eliminated in these statements, Revenues
are recorded when earned and expenses are recorded when a liability is incurred,
regardiess of the timing of related cash flows. Property tax revenues are recognized in
the year for which they are levied while grants are recognized when grantor eligibility
requirements are met.
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OTSEGO LAKE TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2008

NOTE B: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {(CONTINUED)

MEASUREMENT FOCUS AND BASIS OF ACCOUNTING (CONTINUED)

Governmental Fund Financial Statements

Governmental fund financial statements report using the current financial rescurces
measurement focus and the modified accrual basis of accounting. Revenues are
recognized when they are both measurable and available.

Available means collectibie within the current peried or soon enough thereafter to pay
current liabilities. The Township considers revenues to be available if they are collected
within 80 days of the end of the fiscal year. Expenditures are recorded when the reiated
fund Kability is incurred, except for general obligation bond principal and interest which
are reported as expenditures in the year due.

Major revenue sources susceptible to accrual include: sales and use taxes, property
taxes, franchise taxes (fees), intergovernmental revenues, and investment income. [n
general, other revenues are recognized when cash is received.

Property tax revenues are recognized as follows:

Properties are assessed as of December 31 and the related property taxes are levied on
December 1 of the following year. These taxes are due on February 15; uncollected
amounts are subsequently added to the county delinguent tax rolls. A county revolving
fund normally pays the balance of the Township’s tax levy by May 31 of each year. In
accordance with GASB 33 "Accounting and Financia! Reporting for Nonexchange
Transactions”, the Township records the property tax revenue when it becomes an
enforceable legal claim for the Township. Therefore, all taxes levied on December 31,
2007, are recorded as revenue in the current year. The Township’s taxable value for the
2007 tax year totaled $164,272,435.

The tax rates for the year ended March 31, 2008, were as follows:

PURPOSE RATE/ASSESSED VALUATION
General 0.8218 mills per $1000
Fire Protection Special Assessment
Trash Collection Special Assessment
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OTSEGO LAKE TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2008

NOTE B: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BUDGET

Public Act 621 of 1978 as amended provides that a local unit shall not incur
expenditures in excess of the amount appropriated.

in the body of the financial siatements, the Township's actual expenditures and
budgeted expenditures for the budgetary funds have been shown on a functional and
activity basis. The approved budgets of the Township for these budgetary funds were
adopted on an activity level. Budgets as adopted end on March 31, of each year. There
are no carryover budget items.

ACCOUNTS RECEIVABLE

The Township has property taxesfassessments receivable in the following funds:

Generai 3 12,601
Fire Protection 12,219
Trash Colleciion 15,986

$ 40806

These amounts are paid by a county tax revolving fund. No allowance for doubtful
accounts is considered necessary at March 31, 2008.

DUE FROM OTHER FUNDS

At March 31, 2008, the tax collection {fiduciary fund) has not distributed $152,445 due to
the general fund, $79,427 to the fire fund, and $121,521 to the trash fund.

CAPITAL ASSETS AND DEPRECIATION

The Township’s property, plant, and equipment, with useful lives of more than one year
are stated at historical cost and comprehensively reported in the government-wide
financial statements. Donated assets are stated at fair value on the date donated. The
Township generally capitalizes assets with historical cost of $2,000 or more as purchase
and construction outlays occur. The costs of normal maintenance and repairs that do
not add to the asset value or materially extend useful lives are not capitalized. Capital
assets are depreciated using the straight-line method. When capital assets are
disposed, the cost and applicable accumulated depreciation are removed from the
respective accounts and the resulting gain or loss is recerded in operations.
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OTSEGO LAKE TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2008

NOTE B: SUNMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED}

CAPITAL ASSETS AND DEPRECIATION (CONTINUED)

Estimated useful lives, in years, for depreciable assets are as follows:

Township vehicles 5-10
Buildings and improvements 25-40
Ltand improvements 10-20
Machinery and equipment 5-10
Infrastructure 20-40

Land and construction in progress are not depreciated.
For infermation describing capital assets, see Note 4.

LONG-TERM DEBT, DEFERREDR DEBT EXPENSE, AND BOND
DISCOUNTS/PREMIUMS

In government-wide financial statements, outstanding debt is reported as liabilities.
Bond issuance costs, bonds discount or premiums, and the difference between the
reacquisition price and the net carrying value of refunded debt are capitalized and
amortized over the terms of the respective bonds using a method that approximates the

effect of interest method.

The governmental fund financial statements recognize the proceeds of debt and
premiums as other financing sources of the current period. Issuance costs are reported
as expenditures.

Township long-term debt currently consists of a $100,000 note dated August 15, 2003
with Fifth Third Bank at 2.887% interest. Secured by a 2100 Gallon Fire Tanker.

Remaining payments due as follows:

Governmental Activities

Principle Interest Total
2008 20,925 8o 21,525
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OTSEGO LAKE TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2008

NOTE B: SUNMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED})
USE OF ESTIMATES
The financial statements have been prepared in conformity with generally accepted
accounting principles as applicable to governments and, as such, include amounts
based on informed estimates and judgments of management with consideration given to

materiality. Actual results could differ from those estimates.

NOTE C: CASH AND INVESTMENTS

Statutory Authority

Act 217, PA 1982, authorizes the Township to deposit and invest in:

(a) bonds and other direct obligations of the United States or its agencies

(b) Certificates of deposit, savings accounts, deposit accounts, or depository receipts of
federally insured banks, insured savings and loan associations or credit unions
insured by the national credit union adminisiration that are eligible to be depositors of
surplus money belonging to the State under section 5 or 6 of Act 105, PA 1855, as
amended

(c) Commercial paper rated at time of purchase within the three highest classifications
established by not less than two standard rating services. Matusity cannot be more
than 270 days after purchase and not more than 50 percent of any fund may be
invested in commercial paper at any time

{d) United States Government or Federal Agency obligation repurchase agreements

{e} Banker's acceptance of United States banks

(f) Mutual funds composed of investments which are legal for direct investments by
local units of government in Michigan

The Township’s cash and investments are in accardance with stafutory authority.

Cash consists of all cash on hand, checking, savings accounts, and certificates of
deposit.

The bank balance of the Township’'s deposits was $1,169,858 as of March 31, 2008 of which
$400,000 is covered by federal depository insurance. The remainder was uninsured and
uncollateralized. The Township believes thaf due to the dollar amounts of the cash deposits
and the limits of FDIC insurance, it is impractical {o insure all deposits. As a resul, the
Township evaluates each financial institution with which it deposits Township funds and
assesses the level of risk for each institution; only those institutions with an acceptable
estimated risk level are used as depositories.
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OTSEGO LAKE TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2008

NOTE D: CAPITAL ASSETS

Balance Balance
April 1, 2007 Additions Disposals March 31, 2008
Governmental Activities
Capital assets nat being depr:
Land 3 24,611 3 - $ - 3 24611
Capital assets being deapr:
General Government 405,826 - - 405 B26
Parks 45,354 22,215 - 87,569
Public Safety 749,401 95,285 - 844 636
Subtotal 1,200,581 117,500 - 1,318,081
Accumulated depreciation:
General Government 214 658 15,537 - 230,195
Parks 20,353 2,895 - 23,248
Public Safety 451,269 40,026 - 491,295
Subtotal 586,280 58,458 - 744,738
Net capital assets being depr. 514,301 58,042 - 573,343
Net capital agsets $ 538,812 $ 59,042 $ - $ 587,954
Depreciation expense was charged to functions of the Township as follows:
Governmental Activities
General Government $ 15537
Parks and Recreation 2,895
Public Safety 40,026
Total $§ 58458
NOTE E: PENSION PLAN

The Township of Otsego Lake contributes to the Township of Otsego Lake Pension
Plan, which is a defined contribution pension plan.

A defined contribution pension plan provides pension benefits in return for services
rendered, provides an individual account for each participant, and specifies how
contributions to the individual's account are to be determined instead of specifying the
amount of benefits the individual is to receive. Under the Township’s defined contribution
pension plan, the benefits a participant will receive depend on the amount contributed to
the pariicipant’s account and the returns earned on investments of those contributions.
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OTSEGO LAKE TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2008

NOTE E: PENSION PLAN {CONTINUED)

Upon the date of hire, all salaried employees are eligible to participate in the plan.
Contributions made by both the Township and employees vest immediately. The
participant will receive benefits at age 65 or the tenth anniversary of the date the
participant commenced participation of the plan if later. The plan does not aliow early
retirement at age 55.

The plan requires the Township to contribute 10% of the eligible empioyee’s wages.
Additionally, each participant may make a contribution up to 10% of their salary. During
the year the Township contributed $15,627 to the plan which was 10% of its current year
covered payroll.

No pension provision changes occurred during the year that affected the required
contributions to be made by the Township or its employees.

NOTE F: WASTE (REFUSE) CONTRACT

The Township entered info a five year contract beginning January 1, 2005 and ending
December 31, 2009 with American Waste, Inc. on Dacember 16, 2004 for weskly trash
collection services. The charge is $6.90 per unit per month for calendar vears 2005
through 2007; $7.10 per unit per month for calendar year 2008 and $7.30 per unit per
maonth for calendar year 2002. The total units as of December 16, 2004 were 2,011 and
the Township is responsible for updating American Waste, inc. changes to the number of

units.

NOTE G: CONTINGENCIES

INSURANCE

The Township is exposed to various risks of losses related to torts; theft of, damage to,
and destruction of assets; error and omission; injuries to employees; and natural disasters,

The Township participates in the Michigan Township Participating plan, a self insured
group. The pool is considered a public entity risk pool. The Township pays annual
premiums to the pool for the respective insurance coverage. In the event a pool's total
claims and expenses for a policy year exceed the total normal annual premiums for said
years, all members of the pool’s policy year may be subject to special assessment to
make up the deficiency. The pool maintains reinsurance for claims for each occurrence
with the overall maximum coverage varying depending on the specific type of coverage of
reinsurance. The Township has not been informed of any special assessments being
required. There were no significant changes in coverage.
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OTSEGC LAKE TOWNSHIP

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES

REVENUES
Property Taxes
State Shared Revenue
Swamp Tax
Feas for Service:

Summer Tax Collection
Tax Administration Fee

Interest

Metro Act

Refunds and Rehates
Rents and Royalties
Cemetery Lots

Liguor Law Enforcement

Miscellaneous

Total Revenues

EXPENDITURES
General Government
Township Board:
Salaries
Fringe Benefits
Retirgment
Professional Fees
Insurance and Bonds
Assistance
Gapital Outlay
Education and Training
Dues and Membership
Supplies
Community Promotion
Printing and Publishing
Transportation
Miscellaneous

Tetal Township Board

IN FUND BALANCE - BUDGET AND ACTUAL
GENERAL FUND
FOR THE YEAR ENDED MARCH 31, 2008

VARIANCE

FROM FINAL

ORIGINAL  AMENDED AMENDED
BUDGET BUDGET ACTUAL BUDGET
$ 128905 $ 128905 $ 146350 $ 17,445
173,000 173,000 174,202 1,202
6,430 6,430 6,754 324
13,560 13,560 13,249 (311)
48,000 48,000 50,651 2,651
30,000 30,000 53,036 23,036
8,000 8,000 8,152 152
6,100 6,100 4,065 (2,035)
2,000 2,000 2,510 510
1,000 1,000 2,300 1,300
1,825 1,825 1,820 (5)

400 400 63 (337)
419,220 419,220 463,152 43,932
8,150 8,150 8,150 -
9,400 9,400 3,060 6,340
18,000 18,000 15,627 2,373
9,500 9,500 15,366 (5,866)
12,000 12,000 10,925 1,075
6,000 6,000 5,374 626
3,000 3,000 4,800 (1,800}
6,500 6,500 4138 2,362
3,500 3,500 3,469 31
3,500 3,500 2,542 958
4,500 4,500 2,485 2,015
3,000 3,000 2,111 889
700 700 615 85
1,500 1,600 4,921 (3,421)

$ 89250 $ 89250 $ 83583 $ 5,667
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OTSEGO LAKE TOWNSHIP
STATENMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE - BUDGET AND ACTUAL
GENERAL FUND
FOR THE YEAR ENDED MARCH 31, 2008

VARIANCE
FROM FINAL
ORIGINAL AMENDED AMENDED
BUDGET BUDGET ACTUAL BUDGET
Township Supervisor:
Salaries $ 16,685 § 18695 $ 18695 § -
Cffice Supplies 50 50 - 50
Total Township Supervisor 18,745 18,745 18,695 50
Election:
Salaries 2,200 2,200 2,455 (255)
Office Suppfies 500 500 189 311
Qperating Supphies 500 500 158 342
Total Election 3,200 3,200 2,802 398
Township Assessor:
Salaries 36,750 36,750 36,750 -
Office Supplies 200 200 - 200
Data Processing 6,000 6,000 4,911 1,089
Operating Supplies 3,500 3,500 1,858 1,641
Education and Training 500 500 1560 350
Assistance - - 50 {50)
Total Township Assessor 46,950 46,950 43,720 3,230
Township Clerk:
Salaries 24,774 24,774 24,774 -
Salary - Deputy 1,000 1,000 210 760
Operating Supplies 2,000 2,000 1,402 598
Office Supplies 500 500 240 260
Total Township Clerk 28,274 28,274 26,626 1,648
Board of Review:
Salaries 1,500 1,500 1,180 320
Educational 500 500 - 500
Total Board of Review 2,000 2,000 1,180 320
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OTSEGO LAKE TOWNSHIP
STATEMENT QF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE - BUDGET AND ACTUAL
GENERAL FUND
FOR THE YEAR ENDED MARCH 31, 2008

VARIANCE
FROM FINAL
ORIGINAL AMENDED AMENDED
BUDGET BUDGET ACTUAL BUDGET
Township Treasurer:
Salaries 24,774 24774 24,774 -
Salary - Deputy 2,500 2,500 7,012 (4,512)
Operating Supplies 5,500 5,600 4,910 590
Data Processing €,000 6,000 3,838 2,162
Summer tax collection 2,588 2,688 2,588 -
Office Supplies 500 500 347 163
Total Township Treasurer $ 41,862 % 41862 % 43489 $ {1,607)
Building and Grounds:
Service Contract $ 17,600 $§ 17,500 § 16,430 $ (930)
Repair & Maintenance 15,000 15,000 11,321 3679
Utilitles 6,500 6,500 8,880 {380}
Communication 4,000 4,000 3,810 190
Capital Outlay 20,000 20,000 2,936 17,064
Supplies 1,500 1,500 843 857
Miscellaneocus 500 500 314 186
Total Building and Grounds 65,000 65,000 44 534 20,466
Planning & Zoning:
Salaries 8,000 6,000 4,500 1,500
Office Supplies 1,000 1,000 - 1,000
Professichal 2,500 2,500 - 2,500
Educational 1,600 1,500 280 1,220
Total Planning & Zoning 11,000 11,000 4,780 8,220
Parks & Recreatfon:
Salaries 1,200 1,200 1,400 {200)
Park Improvements 25 000 25,000 22,215 2,785
Total Parks & Recreation 26,200 26,200 23615 2,585
Cemetery
Salary 750 750 700 50
Improvements 10,000 10,000 2,830 7.070
Total Cemetery 10,750 10,750 3,630 7,120
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OTSEGOC LAKE TOWNSHIP
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE - BUDGET AND ACTUAL
GENERAL. FUND
FOR THE YEAR ENDED MARCH 31, 2008

VARIANCE
FROM FINAL
ORIGINAL AMENDED AMENDED
BUDGET BUDGET ACTUAL BUDGET
Total General Government 342 731 342,731 295,634 46,087
Ligquor Law Enforcement 3,012 3,012 2,972 40
Public Werks 214,000 214,000 7,050 206,950
Total Expenditures 559,743 559,743 306,656 253,087
Excess (Deficiency) of Revenues
over Expenditures (140,523}  (140,523) 156,496 297,019
Fund Balance - Beginning of Year 1,013,663 1,013,563 1,013,563 -
Fund Balance - End of Year $ 873040 $ 873040 $ 1,170,059 $ 297,019
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OTSEGQC LAKE TOWNSHIP
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE - BUDGET AND ACTUAL
FIRE FUND
FOR THE YEAR ENDED MARCH 31, 2008

VARIANCE

FROM FINAL

ORIGINAL AMENDED AMENDED

BUDGET BUDGET ACTUAL BUDGET
REVENUES
Taxes and Assessments $ 1153276 3 153276 $ 162,860 B 9,584
Ordinances 1,500 1,500 975 (525)
Interast 5,000 5,000 7,749 2,748
Miscellaneous - - 1,404 1,404
Total Revenues 159,778 159,776 172,988 13,212
EXPENDITURES
Waneas 40,000 44,000 29,764 10,236
Fringe Benefits 4,600 4,600 2,733 1,867
Debt Retirement 21,600 21,600 21,525 75
Repairs and Maintenance 13,750 13,750 17,271 (3,521)
Capital Cutlay 66,000 89,989 97,618 {7.617)
insurance and Bonds 15,000 15,000 12,240 2,760
Education and Training 5,500 5,500 6,198 (698)
Utilities 6,500 6,500 5,742 758
Office Supplies 11,000 11,000 4,285 8,715
Communications 1,800 1,800 1,822 {122)
Uniforms 1,500 1,500 1,213 287
Professional Fees 2,000 2,000 1,284 716
Transportation 500 500 530 (30}
Printing and Publishing 250 250 327 (77)
Office Equipment 1,000 1,000 844 156
Miscellaneous 300 300 478 {178}
Total Expenditures 191,300 215,208 203,672 11,327
Excess (Deficiency) of Revenues

Over Expenditures (31,524) (55,523) {30,984} 24 539
Fund Balance - Beginning of Year 245,182 245,182 245,182 -
Fund Balance - End of Year $ 213658 $ 189659 $ 214198 $ 24,539
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IN FUND BALANCE - BUDGET AND ACTUAL

FOR THE YEAR ENDED MARCH 31, 2008

REVENUES

Taxes and Assassments

Interest

Total Reveniues
EXPENDITURES

Trash Collaction Service

Professional Fees

Total Expendifures

Excess (Deficiency) of Revenues

Qver Expenditures

Fund Balance - Beginning of Year

Fund Balance -~ End of Year

OTSEGO LAKE TOWNSHIP
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES

TRASH FUND

VARIANCE
FROM FINAL

ORIGINAL AMENDED AMENDED

BUDGET BUDGET ACTUAL BUDGET
177,608 177,806 183,436 5,830
2,500 2,500 2,797 297
180,106 180,106 186,233 6,127
175,000 175,000 171,549 3,451
750 750 290 460
175,750 175,750 171,839 3,911
4,358 4,356 14,394 10,038
161,360 161,360 161,360 -
165,716 165,716 176,754 10,038
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